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August 29, 2007

INDEPENDENT AUDITOR'S REPORT

To the Board of Education
Cass City Public Schools
Cass City, Michigan 48726

We have audited the accompanying financial statements of the governmental activities, each major fund, and
the aggregate remaining fund information of Cass City Public Schools, as of and for the year ended June 30,
- 2007, which collectively comprise the basic financial statements of the District’s primary government as listed
in the table of contents. These financial statements are the responsibility of Cass City Public Schools'

" management. Our responsibility is to express opinions on these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards issued
by the Comptrolter General of the United States. Those standards require that we plan and perform the audit
to obtain reasonable assurance about whether the financial statements are free of material misstatement. An
audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial
statements. An audit aiso inciudes assessing the accounting principles used and significant estimates made
by management, as well as evaluating the overall financial statement presentation. We believe that our audit
provides a reasonable basis for our opinions.

In.addition, in our opinion, the financial statements referred to above present fairly, in all materia respects, the
respective financial position of the governmental activities, each major fund, and the aggregate remaining fund
information of Cass City Public Schools as of June 30, 2007 and the respective changes in financial position
thereof for the year then ended in conformity with accounting principles generally accepted in the United
States of America.

In accordance with Government Auditing Standards, we have also issued our report dated August 29, 2007,
on our consideration of the Cass City Public Schools’ internal control over financial reporting and on our tests
of its-compliance with certain provisions of laws, regulations, contracts, and grant agreements and other
matters. The purpose of that report is to describe the scope of our testing of internal control over financial
reporting and compliance and the results of that testing, and not to provide an opinion on the internal control
over financial reporting or on compliance. That report is an integral part of an audit performed in accordance
with Government Auditing Standards and should be considered in assessing the resuits of our audit.

The management's discussion and analysis and budgetary comparison information on pages i through vii and
page 22, are not a required part of the basic financial statements but are supplementary information required
by accounting principles generally accepted in the United States of America. We have applied certain fimited
procedures, which consisted principally of inquires of management regarding the methods of measurement
and presentation of the required supplementary information. However, we did not audit the information and
express no opinion on it.
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Beoard of Education
Cass City Public Schools
August 28, 2007

OCur audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the Cass City Public Schools’ basic financial statements. The additional information on pages 23 to
42 is presented for purpeses of additional analysis and is not a required part of the basic financial statements.
This additional information has heen subjected o the audifing procedures applied in the audit of the basic
financial statements and, in our opinion, are fairly stated in all material respects in relation to the basic
financial statements taken as a whole.

Oucdennen Tocbey, Rusdandd: #dunem, B,

ANDERSON, TUCKEY, BERNHARDT & DORAN, P.C,
CERTIFIED PUBLIC ACCOUNTANTS



Cass City Public School District

Management’s Discussion and Analysis
For Fiscal Year Ended June 30, 2007

Cass City School District, a K-12 school district located in Tuscola, Sanilac and Huron Counties, Michigan,
has implemented the provisions of Governmental Accounting Standards Board Statement 34 (GASB 34).
The Management’s Discussion and Analysis, a requirement of GASB 34, is intended to be the Cass City
School District administration’s discussion and analysis of the financial results for the fiscal years ended
June 30, 2007 and June 30, 2006.

Generally accepted accounting principles (GAAP), according to GASB 34, require the reporting of two
types of financial statements: fund financial statements and government-wide financial statements.

Fund Financial Statements

For the most part, the fund financial statements are comparable to prior years' financial statements. The
fund level statements are reported on a modified accrual basis in that only those assets that are
“measurable” and “currently avatlable™ are reported. Liabilities are recognized to the extent they are
normally expected to be paid with current financial resources.

The fund statements are formatted to comply with the legal requirements of the Michigan Department of
Education’s “Accounting Manual.” In the State of Michigan, school districts” major instructional and
instructional support activities are reported in the General Fund. Additional activities are reported in
various other funds. These include Special Revenue Funds, Debt Service Funds, and Capital Projects
Funds.

In the fund financial statements, capital assets purchased are reported as expenditures in the year of
acquisition with no asset being reported. The issuance of debt 1s recorded as a financial resource. The
current vear's payments of principal and interest on long-term obligations are recorded as expenditures.
"The obligations for future years® debt service are not recorded in the fund financial statements.

Government-wide Financial Statcments

The government-wide financial statements are calculated using full acerual accounting and more closely
represen! those prescented by business and indusiry. All of the District’s assets and liabilities, both short
and long-term, are reported. As such, these statements include capital assets, net of related depreciation, as
well as the bonded debt of the District.



Cass City Public School District
Management’s Discussion and Analysis
For Fiscal Year Ended June 30, 2007

Summary of Net Assets

The following schedule summarizes the net assets at fiscal years ended:

Assets
Current assets
Capital assets
Less: Accumulated Depreciation
Capital Assets, net book value
Total assets
Liabilities

Current liabilities
Long-term liabilities

Total liabilities
Net Assets
Invested in capital assets, net of related debt
Restricted for debt service
Unrestricted {Deficit)

Total net assets

Total liabilities and net assets

Analysis of Financial Position

During the fiscal year ended June 30, 2007, the District’s net assets increased by $944,236,
A few of the more significant factors affecting net assets during the year are discussed below.

1. Depreciation Expense

GASB 34 requires school districts to maintain a record of annual depreciation expense and the
accumulation of depreciation expense over time. The net increase in accumulated depreciation

expense is a reduction in net assets.

June 30, 2007 June 30, 2006
$ 4,257,896 $ 3,610,255
14,766,156 13,796,534
(6,424,750) (6,360,041
8,341,406 7,436,493
$12,599,302 $11,046,748
$ 4,373,053 $ 4,265,393
2,199,702 1,699,044
$ 6,572,755 $ 5,964,437
$ 5,673,000 $ 5,427,904
278,958 304,783
74,589 (650,376)
6,026,547 5,082,311
$12,599,302 $11,046,748

Depreciation expense is recorded on a straight-line basis over the estimated useful lives of the assets. In
accordance with GAAP, depreciation expense is calculated based on the original cost of the asset less an
estimated salvage value, where applicable. The depreciation expense for the fiscal years ended June 30,

2007 and June 30, 2006 was $398,125 and $413,861.
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Cass City Public School District
Management’s Discussion and Analysis
For Fiscal Year Ended June 30, 2007

2. Capital Outlay Acquisitions
For the fiscal vear ended June 30, 2007, $1,332,130 of expenditures were capitalized and recorded as assets
of the District and $77,514 for the year ended June 30, 2006. These additions to the District’s capital assets

will be depreciated over time as explained above.

The net effect of the new capital assets and the current year’s depreciation is an increase to capital assets in
the amount of $904,913 for the fiscal year ended June 30, 2007.

Results of Operations

For the fiscal year ended June 30, 2007, and June 30, 2006, the results of operations, on a District-wide
basis, were:

June 30, 2007 June 30, 2006
Amount % of Total Amount % of Total
{eneral Revenues
Property taxes $ 1,523,584 11.54% $1,501,532 11.88%
Investment earnings 75,185 0.59% 10,643 0.08%
State sources 14,013,860 78.48% 9,979,333 78.99%
Transfers from other districts 44,308 0.35% 54,260 0.43%
Sale of school property 72,336 0.57% 2,575 0.02%
Other 59479 0.47% 82,222 0.65%
Total general revenues 11,789,152 92 40% 11,659,461 02.05%
Program Revenues
Charges for services 291,131 2.28% 320,988 2.54%
QOperaling granis 678,197 5.32% 683,547 541%
Total revenues 12,753,480 100.00% 12,635,100 100.00%
Expenses
Instruction 7,513,207 63.59% 8,837,941 61.56%
Support services 3,000,365 25.40% 3,783,549 26.81%
Community services 59,401 0.50% 111,820 0.92%
Food services 523,011 4.43% 541,993 4.47%
Athletics 206,365 1.75% 252,918 1.92%
Interest on long-term debt 113,770 0.96% 128,235 1.28%
Unallocated depreciation cxpense 398,125 3.37% 413,861 3.04%
11,814,244 100.00% 14,070,347 100.00%
Increase {decreasec) in net assets $ 944,236 {$1,435,247)
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Cass City Public School District
Management’s Discussion and Analysis
For Fiscal Year Ended June 30, 2007

Analysis of Significant Revenues and Expenses
Significant revenues and expenditures are discussed in the scgments below:
1. Property Taxes

The District levies 18 mills of property taxes for operations on non-homestead propertics. According to
Michigan law, the taxable levy is based on the taxable valuation of properties. The annual taxable
valuation increases arc capped at the rate of the prior year’s Consumer’s Price Index increase or 5%,
whichever is less. At the time property is sold, its taxable valuation is readjusted to the State Equalized
Value, which in theory is half of the property’s market value.

For the 2006-2007 fiscal year, the district levied $833,501 non-homestead property taxes. This represented
an increase of 13.23% from the prior year. The amount of unpaid property taxes at June 30,
2007, less an estimate for those deemed o be un-collectible, was $17,000 .

The following table summarizes the non-homestead property tax levies for operations for the past five
years:
% Increasc

Non-homestead {Decrease)
Fiscal Year Tax Levy from prier year
2006 - 2007 $833,501 13.23
2005 - 2006 736,109 {1.81)
2004 - 2005 749,703 6.04
2003 - 2004 707,005 887
2002 - 2003 649,424 {8.96)

2, State Sources

‘The majority of the state sources is comprised of the per student foundation allowance. 'The State of
Michigan funds districts based on 2 blended student enrollment. The blended enrcllment consists of 75%
of the current year’s fall count and 25% of the prior year’s spring count, For the 2006 — 2007 fiscal year,
the District’s foundation allowance was $7,085 per student FTE, which represented an increase of $210
over the amount received for the 2005 — 2000 fiscal year.

3. Student Enrellment

The following schedule compares actual to budgeted FI'E for the blended student enroliment for the
past five fiscal years:

Actual Budgeted Variance
Blended Blended Favorable
Student FTE Student FTE {Unfavorable)

2006 -- 2007 1,463 1,463 0
2005 - 2606 1,456 1,483 13
2004 - 2005 1,520 1,514 6
2003 20604 1,531 1,530 1
2002 2603 1,575 1,580 {5)

iv



Cass City Public School District
Management’s Discussion and Analysis
For Fiscal Year Ended June 30, 2007

4. Operating Grants
The Bistrict funds & significant portion of its operations with categorical sources. For the fiscal year ended

June 30, 2007, federal, state and other grants accounted for $678,197. This represents a decrease of $5,350
over the total grant sources received for the 2005 — 2006 fiscal year.

5. County Special Education Allocation

For the fiscal year ended June 30, 2007, the District reccived an allocation from the Tuscola Intermediate
School District in the amount of $38,308 to assist with the education of studenis with special needs.

6. Interest Earnings

The Diistrict received interest on its investments in the amount of $75,185 for the fiscal year ended June 30,
2007. Interest revenues are up from the prior fiscal year by $64,542.

7. Comparative Expenditures

A comparison of the expenditares reported on the Statement of Revenues, Expenditures, and Changes in
Fund balances is shown below.

2006--2007 2005--2006 Increase

Expenditurcs Fiscal Year Fiscal Year {Decrease)

Instruction $7.576,946 $ 8,355,860 $ (778,914)
Supporting Scrvices 2,934,514 3,672,053 (737,539)
Food service activitics 523,011 541,993 {18,982)
Athletic activities 206,365 252918 {46,553)
Community service activities 59,401 111,820 (52,419)
Capital outlay 1,374,777 229,485 1,145,292
Debt service 735,349 802,280 (66,931)
Total Expenditures $13.410,363 $13,966,409 $ (556,046)




Cass City Public School District
Management’s Discussion and Analysis
For Fiscal Year Ended June 30, 2007

General Fund Budgetary Highlights

The Uniform Budget Act of the State of Michigan requires that the local Board of Education approve the
original budget for the upcoming fiscal year prior to is starting on July 1*. Any amendments made to the
operating budget must be approved by the Board prior to the close of the fiscal year on June 30%.

For the 2006 — 2007 fiscal year, the district amended the general fund budget two times with the Board
adopting the final changes in June 2007. The following schedule shows a comparison of the original
general fund budget, the final amended general fund budget and actual totals from operations:

Variance
With Final
Budget
QOriginal Final Positive %
Budget Budget Actual {negative}  Variance
Total revenues $11,687,973 §$11,476,482 $11,429490 $ (46,992) (041)%
Expenditures:
Instruction $ 7,566,191  $7,566,995  $ 7,580,485 $ 16510 2.17%
Supporting services 3721,579 4,179,047 4,305,752 (126,705} (3.03)%
Community services 18,787 86,946 59,401 27,545 31.68%
Total expenditures $11,306,557 §$11.862988 $11,945638 $(82,650) (6.97)%
Other Financing sources {uses):
Loan proceeds $ 0 § 1,229346 § 1,228,355 $  @9h .08%
Transfer to zthletic fund $ (160,000 $ {152,197y % (152,420) $ 0 (223) {0.15)%

Capital Asset and Debt Administration

Capital Assets

By the end of the 2006 - 2007 fiscal year, the district had invested $14,766,156 in a broad range of capital
assets, meluding school buildings and facilities, school buses and other vehicles, and various types of
equipment, This represents a net increase of $904,913 over the prior fiscal year. Depreciated expense for
the ycar amounted to $398,125 bringing the accumulation to $6,424,750 as of June 30, 2007.

Long- term Debt
At June 30, 2007, the District had $3,040,384 in long-term debt cutstanding, of which $2,655,887 was

bonded debt. This represents an increase in bonded debt of $684,627 over the amount outstanding at the
closed of the prior fiscal year,

vi



Cass City Public School District
Management’s Discussion and Analysis
For Fiscal Year Ended June 30, 2007

Factors Bearing on the District’s Future

At the time that these financial statements were prepared and audited, the District was aware of the
following items that could significantly affect its financial health in the future,

s With the current economic condition in the country, and especially in the State of Michigan,
uncertainty surrourxds the level at which districts will be funded for the student foundation
allowance for the 2007 — 2008 fiscal year. The early indication is that the foundation
allowance will remain uncertain well into the fiscal year which will pose a challenge to the
District to maintain structural balance while continuing with its educational programming,

¢  As with other employers, the District continues to face a rapid increase in rates paid for
employee benefits, particularly for health insurance. Additionally, the State has not managed
to keep down the growth in the rate districts fund the retirernent system over the past few
years, and the increase in the number of retirees projected to occur over the next few years
may also result in higher annual increases.

+ The State of Michigan continues 10 increase its focus on student achievement. Results of
standardized test scores (Michigan Education Assessment Program) are compared from year
to year, with the results being tabulated by school building and by district. With the changes
to the federal Title I legislation resulting from the No Child Behind Act, adequate yearly
progress of students will be more important as certain portions of funding are now tied to it.

Contracting the District’s Financial Management

'This financial report is designed to provide our citizens, taxpayers, customers, and investors and creditors
with a general overview of the District’s finances and to demonstrate the District’s accountability for the
money it receives. If you have questions about this report, or need additional financial information, please
contact:

Ronald Wilson, Superintendent
Cass City Public Schools

4868 N. Secger St.

Cass City, MI 48726

{989) 872-2200

vii
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CASS CITY PUBLIC SCHOOLS
STATEMENT OF NET ASSETS
June 30, 2007

ASSETS

CURRENT ASSETS:

Cash

[nvestments

Due from other governmental units

Accounts Receivable

Preperty taxes receivable

Due from other funds

TOTAL CURRENT ASSETS

NONCURRENT ASSETS:
Capital assets
Less accumulated depreciation

TOTAL NONCURRENT ASSETS

TOTAL ASSETS

LIABILITIES AND NET ASSETS

CURRENT LIABILITIES:

Accounts payable

Notes payable

Accrued salaries & wages

Accrued payroll taxes

Accrued interest

Benefits payable

Retirement payable

Deferred revenue

Retirement incentive payable

Current portion of fong term debt

TOTAL CURRENT LIABILITIES

NONCURRENT LIABILITIES:
Noncurrent portion of long term debt
Retirement incentive payable
Compensated Absences

TOTAL NONCURRENT LIABILITIES

NET ASSETS:
Invested in capital assets, net of related debt
Restricted for debt service
Unrestricted

TOTAL NET ASSETS

TOTAL LIABILITIES AND NET ASSETS

The accompanying notes are an integral part of the financial statements.

3

GOVERNMENTAL
ACTIVITIES

$ 2,485,248
24,715

1,691,086

39,847

17,000

4,257,896

14,766,156
(6,424,750)

8,341,408

$ 12,599,302

$ 205,274
2,450,000

501,827

60,114

25,737

194,179

78,504

16,645

110,000

730,683

4,373,053

1,937,723
80,000
181,979

2,199,702

5,673,000
278,958
74,588

6,026,547

$ 12,599,302




CASS CITY PUBLIC SCHOOLS
STATEMENT OF ACTIVITIES
For the Year Ended June 30, 2007

GOVERNMENTAL
ACTIVITIES
Net (Expense)
PROGRAM REVENUES Revenue and
Charges for QOperating Changes in
Functicns/Programs Expenses Services Grants Net Assetls
Governmental activities:
Instruction $ 7513207 § 14,6656 § 272570 % {7,225,982)
Support services 3,000,365 6,281 116,816 {2,877,268)
Community services 59,401 (59,401}
Focd services 523,011 206,734 288,811 {27 .466)
Athletics 206,365 63,461 {142,804)
[nterest on long-term debt 113,770 {113,770)
Unallocated depreciation 398,125 {398,125)
Total governmental activities $ 11814244 $ 201131 3% 678,197 {10,844 .918)
General revenues:
Propertty taxes, levied for general purposes 833,501
Froperty taxes, levied for debt service 690,483
State of Michigan school aid unrestricted 10,013,860
Investment revenue 75,185
Transfer from other districts 44,308
Sale of school property 72,338
Miscellaneous 58,479
Total general revenue 11,788,152
Change in net assets 944,238
Net assets, beginning of year 5,082,311
Net assets, end of year $ 8,026,547

The accompanying notes are an integral part of the financial statements.



ASSETS

CURRENT ASSETS:

Cash
Investments

Due from other governmental units

Accounts receivable

Due frem other funds

TOTAL ASSETS

CASS CITY PUBLIC SCHOOLS

BALANCE SHEET
GOVERNMENTAL FUNDS
June 30, 2007

LIABILITIES AND FUND BALANCE

LIABILITIES:

Accounts payable
Notes payable
Accrued interest

Accrued salaries & wages

Due to other funds
Deferred revenue

Accrued payroll taxes

Benefits payable
Retirement payable

TOTAL LIABILITIES

FUND BALANCE:;

Unreserved

Reserved for debt service

TOTAL FUND BALANCE

TOTAL LIABHITIES & FUND BALANCE

OTHER

NONMAJOR TOTAL
GENERAL DEBT  GOVERNMENTAL GOVERNMENTAL

FUND SERVICE FUNDS FUNDS
$ 2167351 $ 203964 § 23,933 $  2,485248
24,715 24,715
1,691,086 1,691,086
37,633 1,789 425 39,847
0 8,942 9,572 18,514
$ 3920785 $ 304695 § 33,030 § 4,259,410
$ 204587 $ 687 & 205,274
2,450,000 2,450,000
14,782 14,782
501,827 501,827
18,514 - 18,514
16,645 16,645
60,114 60,114
194,179 194,179
78,594 78,594
3,539,242 687 3,539,929
381,543 33,243 414,786
$ 304,695 304,695
381,543 304,695 33,243 719,481
§ 3920785 $ 304695 § 33,930 $ 4259410

The accompanying notes are an integral part of the financial statements.
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CASS CITY PUBLIC SCHOOLS
Reconciliation of the Governmental Funds Balance Sheet to the
Statement of Net Assets
June 30, 2007

Total Fund Balances - Governmental Funds

Amounts reported for governmental activities in the statement of
net assets are different because:

Capital assets used in governmental activities are not
financial resources and are not reported in the funds
The cost of the capital assets is:
Accumulated depreciaticn is:

L.eng term liabilities are not due and payable in the current
period and are not reported in the funds
Bonds payable:
Retirement incentive payable
Compensated absences
Accrued interest is not included as a liability in govern-
mental funds; it is recorded when paid:

Balance of taxes receivable at 8/30/07 less allowance for doubtful
accounts, expected t¢ be collected after September 1, 2007

Net Assets of Governmental Activities

The accompanying nofes are an integral part of the financial statements.

$ 718,481

14,766,156
(6,424,750)

(2,668,406)
{190,000)
(181,979)

(10,955)

17,000

$ 6,026,547



CASS CITY PUBLIC SCHOOLS

Statement of Revenues, Expenditures, and Changes in Fund Balances

REVENUES:
Local sources
Property Tax
Interest income

Food sales and athletic admissions

Other
State sources
Federal sources
Other transactions:

Transfers from other disiricts

TOTAL REVENUES

EXPENDITURES:
Instruction
Supporting services
Community services
Feod setvicas
Athletics
Capifal outlay
Debt service:

Principal retirement
Interest
Cther cosis

TOTAL EXPENDITURES

Governmental Funds
For the Year Ended June 30, 2007

EXCESS (DEFICIENCY) OF REVENUES OVER

EXPENDITURES

OTHER FINANCING SOURCES (USES):

Transfer from General Fund
Transfer to Athletic Fund
Principai payments

Interest payments

Loan Proceeds

Proceeds from Bus Loan
Sale of school property

TOTAL OTHER FINANCING SOURCES (USES)

EXCESS OF REVENUES OVER EXPENDITURES

& OTHER SOURCES (USES)

FUND BALANCE (DEFICIT) - BEGINNING CF YEAR

FUND BALANCE - END OF YEAR

OTHER
NONMAJOR TOTAL
GENERAL DEBT GOVERNMENTAL GOVERNMENTAL
FUND SERVICE FUNDS FUNDS
$ 833501 $ 690,483 - 3 1,523,884
63,531 10641 $ 1,013 75,185
301,218 301,218
49,392 - 48,392
8,977,036 - 36,824 10,013,860
389,386 288,811 878,197
44,308 44,308
11,357,154 701,124 627,866 12,686,144
7,576,948 7,576,946
2,934,514 2,934,514
59,401 59,401
523,011 523,011
208,365 206,385
1,374,777 1,374,777
- 840,000 840,000
- 94,720 94,720
629 £29
11,845,638 735,349 729,378 13,410,363
(588,484) (34,225) (101,510} {724,219)
162,420 152,420
(152,420) (152,420}
(50,852) (50,852)
(26,538) (26,538)
1,228,355 1,228,355
122,314 122,314
72,336 72,338
1,193,195 - 152,420 1,345,615
604,711 (34,225) 50,910 621,398
(223,168) 338,820 {17.667) 98,085
$ 381543 § 304895 § 33243 § 719,481

The accompanying notes are an integral part of the financial statements.



CASS CITY PUBLIC SCHOOLS
Reconciliation of the Statement of Revenues, Expenditures,
and Changes in Fund Balances of Governmental Funds
to the Statement of Activities
June 30, 2007

Total net change in fund halances--governmental funds

Amounts reported for governmental activities in the staterment of activities are
different because:

Capital outlays are reported in governmental funds as expenditures. However,
in the statement of activities, the cost of these assets are allocated over their
useful lives as depreciation:

Depreciation expense

Capital outlay

Basis of assets sold

Accrued interest on bonds is recerded in the statement of activitites when
incurred; it is not recorded in governmentat funds unti{ it is paid:

Accrued interest payable at the beginning of the year

Accrued interest payable at the end of the year

Repayments of principal on long-term debt is an expenditure in the governmental
funds, but not in the statement of activities (where it is a reduction of liabilities)

Proceeds on long-term debt is a revenue in the governmental funds,
but not in the statement of activities (it is an increase of liabilities)

Revenue is recorded on the accrual methed in the statement of activities; in the
governmental funds it is recorded on the modified accrual method and not
considered available:

Accrued revenue at the beginning of the vear

Accrued revenue at the end of the year

Compensated retirement incentives are reported on the accrual method in the
statement of activities and recorded as an expenditure when financial resources are
used in the governmental funds:

Accrued retirement incentives at the beginning of the year

Accrued retirement incentives at the end of the year

Accured compensated absences are recorded in the statement of activities when
incurred, but it is not recorded in the governmental funds until it is paid.

Accrued absences at the beginning of the vear

Accrued absences at the end of the vear

Change in net assets of governmental activities

The accompanying notes are an integral part of the financial statements.

B8

$

621,396

(398,125)
1,332,130
(29,092)

19,072
{10,955)

890,852

{1,350,689)

(17,000)
17,000

240,000
(190,000)

201,606
{181,979)

$

944,236




CASS CITY PUBLIC SCHOOLS
STATEMENT OF FIDUCIARY NET ASSETS
June 30, 2007

AGENCY FUNDS
CURRENT ASSETS
Cash $ 97,218
investments
TOTAL ASSETS $ 87,218
LIABILITIES
Bue to student organizaticns % 97,218
Cue to general fund
TOTAL LIABILITIES $ 97, 218

The accompanying notes are an integral part of the financial statements.



CASS CITY PUBLIC SCHOOLS
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2007

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES:

The School district was organized in 1856 and presently covers approxrmately 200 square milas covering all or parts of
13 Townships in Tuscela County. The Schoof District operates under an elected School Board (7 members) and
provides educational services to approximately 1,460 students.

The basic financial statements of the Cass City Public Schools have been prepared in conformity with accounting
principles generally accepted in the United States of America (GAAP) as applied to government units, The
Governmental Accounting Standards Board (GASB) is the accepted standard-setting body for establishing
governmental accounting and financial reporting principles. The more significant of the District’s accounting policies
are described below.

REPORTING ENTITY:

The Gass City Pubfic Schools {the "District"} is governed by the Cass City Board of Education (the “Board), which has
responsibility and control over all activities related to public schoal education within the District. The District receives
funding from local, state, and federal government sources and must comply with ali the requirements of these funding
source entities. However, the District is not included in any other governmental reporting entity as defined by the
accounting principles generally accepted in the United States of America. Board members are elected by the public
and have decision-making authority, the power to designated management, the ability to significantly influence
operations, and the primary accountability for fiscal matters. In addition, the District’s reporting entity does not contain
any component units as defined in GASB Statement #14 and #39, ner is the District a component unit of another entity.

GOVERNMENT-WIDE AND FUND FINANCIAL STATEMENTS:

The government-wide financial statements {i.e., the statement of net assets and the statement of activities) report
information on all of the non-fiduciary activities of the District. For the most part, the effect of interfund activity has
largely been removed from these statements. The government-wide financial statements categorize primary activities
as either governmental or business type. All of the District's activities are classified as governmental activities.

The statement of activities demonstrates the degree to which the direct expenses of a given function or segment are
offset by program revenues. Direct expenses are those that are clearly identifiable with a specific function or segment.
Program revenues include 1) charges paid by recipients who purchase, use, or directly benefit from goods or services
by a given function or segment, and 2} grants and contributions that are restricted to meeting the operational or capital
requirements of a particular function or segment. State Foundation Ald, cettain revenue from the Intermediate School
District and other unresiricted items are not included as program revenues but instead as general revenues.

In the government-wide statement of net assets, the governmental activities column {a} is presented on a consolidated
basis, (b} and is reported on a full accrual, economic resource basis, which recognizes all long-term assets and
receivables as well as long-term debt and obligations. The District’s net assets are reported in three parts — invested in
capital assets, net of related debt; restricted net assets; and unrestricted net assets.

The District utilizes restricted resources to finance their respective, qualifying activities.

The government-wide statement of activilies reports both the gross and net cost of each of the District’s functions.
These functions are also supporied by general government revenues {property taxes, certain intergovernmental
revenues, investment income and other revenue} The statement of activities reduces gross expenses by related
program revenues and operating grants. Program revenues must be directly associated with the function. Operating
grants include operating-specific and discreticnary (either cperating or capital) grants.

The net costs (by function} are normally covered by general revenue (property taxes, state sources, intermediate
district sources, interest income and ather revenues.)

The District does not aflocate indirect costs.
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CASS CITY PUBLIC SCHOOLS
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2007

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {Continued):

GOVERNMENT-WIDE AND FUND FINANCIAL STATEMENTS {Centinued);
This government-wide focus is more on the sustainabitity of the District as an entity and the change in the District's net
assets resulting from the current year's activities.

Separate financial statements are provided for governmental funds and fiduciary funds, even though the latter are
excluded from government-wide financial statements. Major individual governmental funds are reported as separate
columns in the fund financial statements.

Governmental Funds:

Governmental funds are those funds through which most schaol district functions are typically financed. The
acquisition, use, and balances of the scheol district's expendable financial resources and the related current liabilities
are accounted for through governmental funds.

The District reports the following major governmental funds:

The General Fund is the District's primary operating fund. It accounts for all financiat resources of the District,
except those required to be accounted for in ancther fund.

The Debt Service Fund accounts for the servicing of general long-term debt. This fund s not a major fund,
however, the District repotts it as one.

The District reports the following nonmajor governmental fund:

The Special Revenue Funds account for revenue sources that are legally restricted to expenditures for
specific purposes {not including expendable trusts or major capital projects). The school service funds of the
District are accounted for as special revenue funds and include the athletic and school lunch programs,

Fiduciary Funds:
Fiduciary funds asceunt for assets held by the district in a trustee capacity or as an agent on behalf of others. Trust

funds account for assets held by the district under the terms of a formal trust agreement. Fiduciary funds are not
included in the government-wide statements.

The District reports the following fidueiary funds:
The Agency Fund is custodial in nature and does not present results of operations or have a measurement
focus. Agency funds are accounted for using the modified accrual basis of accounting. This fund is used to
account for assets that the District holds for others in an agency capacity {primarily student activities).
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CASS CITY PUBLIC SCHOOLS
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2007

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {Continued):

MEASUREMENT FOCUS, BASIS OF ACCOUNTING AND BASIS OF PRESENTATION:

Accrual Method

The government-wide financial statements are reported using the economic resources measurement focus and the
accrual basis of accounting, as are the fiduciary fund financial statements. Revenues are recorded when earned and
expenses are recorded when a liability is incurred, regardless of the timing of related cash flows. Property taxes are
recognized as revenues in the year for which they were levied. Grants and similar items are recognized as revenue as
soon as &ll eligibility requirements imposed by the provider have been met.

Private-sector standards of accounting and financial reporting issued prior to December 1, 1988, generally are followed
in the government-wide financial statements to the extent that those standards de not confiict with or contradict
guidance of the Government Accounting Standards Board.

Modified Accrual Method

Governmental funds are used to account for the District's general government activities. Governmental fund types use
the flow of current financial rescurces measurement focus and the modified accrual basis of accounting. Revenues
are recognized as soon as they are both measurable and available. Revenues are considered avaifable when they are
collectible within the current period or soon encugh thereafter to pay liabilities of the current period. For this purpose,
the District considers revenues to be available if they are collectible within 60 days of the end of the current fiscal
period. Expenditures generally are recorded when a liability is incurred, as under accrual accounting. However, debt
service expenditures, as well as expenditures related to compensated absences and claims and judgments, are
recorded when payment is due,

Property taxes, state and federal aid and interest associated with the current fiscal period are all considered to be
susceptible to accrual and so have been recognized as revenues of the current fiscal period. All other revenue items
are considered to be measurable and available only when cash is received by the District.

State Revenue:

The State of Michigan utilizes a foundation grant appreach which provides for a specific annual amount of revenue per
pupil based on a statewide formula. The foundation is funded from state and loca! sources. Revenues from state
sources are primarily governed by the School Aid Act and the School Code of Michigan. The Michigan Department of
Education administers the allocation of state funds to school districts based on information supptlied by the districts.
For the year ended June 30, 2007 the foundation allowance was based on the pupil membership counts taken in
February and September of 2008.

The state portion of the foundation is provided primarily by a state education property tax millage of 6 mills and an
atiocated portion of state sales and other taxes. The local portion of the foundation is funded primarily by non-
homestead property taxes that may be levied at a rate of up to 18 mills. The State revenue is recognized during the
foundatlon period and is funded through payments from October, 2006 to August, 2007. Thus, the unpaid portion at
June 30" is reported as due from other governmental units. The local revenue is recognized as cutlined in Note 1
Accounting for Property Taxes.

The District also receives revenue from the State to administer certain categorical education programs. State rules
require that revenue earmarked for these programs be expended for its specific purpose. Categorical funds received,
which are not expended by the close of the fiscal year, are recorded as deferred revenue. Other categorical funding is
recegnized when the appropriation is received.

For the year ended June 30, 2007 $194,087 of non cash transactions from the Michigan Department of Education
(MBE} has been recorded as state aid revenue and pension expenditures as a result of a change in funding by MDE,

12



CASS CITY PUBLIC SCHOOLS
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2007

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {Continued}:

ASSETS, LIABILITIES AND EQUITY:

1. Cash and equivalents include amounts in demand deposits and certificates of deposit.

The District reports its investments in accordance with GASB Statement No. 31, Accounting and Financial
Reporting for Certain investments and for External investment Pools. Under these standards, certain
investments are valued at fair value and determined by quoted market prices, or by estimated fair values
when quoted market prices are not available. The standards also provide that certain investments are valued
at cost {or amortized cost) when they are of a short-term duration, the rate of return is fixed, and the districts
intend to held the investment until maturity. Accordingly, investments in banker acceptances and commercial
paper are recorded at amortized cost. The District had no investments at June 30th.

State statutes authorize the District to invest in bonds and other direct and certain indirect obligations of the
U.S. Treasury; certificates of deposit, savings accounts, deposit accounts, or depository receipts of a bank,
savings and loan association, or credit union, which is 2 member of the Federal Deposit Insurance
Corporation, Federal Savings and Loan Insurance Corporation, or National Credit Union Administration,
respectively, in commercial paper rated at the time of purchase within the three highest classifications
established by not less than two standard rating services and which matures not more than 270 days after the
date of purchase. The District is also authorized to invest in U.S. Government or federal agency obligation
repurchase agreements, bankers' acceptances of U.S. banks, and mutual funds compaosed of investments as
outlined above.

2. Short-term Interfund Receivables/Payables.

Curing the course of operations, numercus transactions occur between individua! funds for goods provided or
services rendered. These receivables and payables are classified as "due from other funds” or "due to other
funds” on the Governmental Funds Balance Sheet.

3. Property Taxes.

Property taxes levied by the District are collected by various municipalities and periodically remitted to the
District. The taxes are levied and become a lien as of July 1 and December 1 and are due upon receipt of
the billing by the taxpayer and become a lien on the first day of the levy year. The actual due dates are
September 14 and February 14, after which time the bills become delinquent and penaities and interest may
be assessed by the collecting entity. Schoeol District property tax revenues are recognized when levied to the
extent that they result in current receivables {collected within sixty days after year-end). Amounts received
subsequent to August 31 are recognized as revenue when collected ..

The Disfrict along with certain other governmental units is permitted by the Constitution of the State of
Michigan of 1963 to levy combined taxes up to $50 per $1,000 of assessed valuation for general
governmental services other than the payment of Debt Service Fund expenses if approved by a majority of
the eleciors. The District must include certain tax levies of other governmental units located within the
District, primarily the county, when determining the maximum millage of $50 per $1,000 of assessed
valuation. For the year ended June 30, 2007, the District levied the following amounts per $1,000 of
assessed valuation:

FUND MILLS
General Fund - Non Homestead 18.00
1996 Debt Service Fund 3.25

13



CASS CITY PUBLIC SCHOOLS
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2007

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {Continued):

ASSETS, LIABILITIES AND EQUITY, {Continued}:

4. Prepaid items.

Certain payments to vendors reflect costs applicable to fulure accounting periods and are recorded as
prepaid items.

5. Capital Assets.

Capital assets purchased or acquired are capitalized at historical cost or estimated historical cost. Donated
fixed assets are valued at their estimated fair market value on the date received.

The costs of normal maintenance and repairs that do not add to the value of the asset or materially extend
assets lives are not capitalized. Improvements are capitalized and depreciated over the remaining usefu! lives
of the related fixed assets.

Depreciation on alf assels is provided on the straight-line basis over the estimated useful lives as followed:

Buildings and additions 50 years
Furniture and other equipment 5—15 years

The District’s capitalization policy is to capitalize individual amounts exceeding $5,000.
6. Compensated Absences.

Each teacher shall be credited with six sick leave days at the beginning of each semester that can be
accumutated to eighty-two days. All unused sick leave days in excess of seventy days shall be paid to the
teacher at the end of the school year on the basis of 80% of the substitute teacher rate per day. Following
this policy assures no accruals for compensated absences at year-end. If a teacher leaves the district, they
forfeit their accumulated sick leave time.

7. Unemployment [nsurance.

The District reimburses the Michigan Employment Security Commission (MESA) for the actual amount of
unemployment benefits disbursed by the MESA on behalf of the District. Billings received for amounts paid
by the MESA through June 30, are accrued, if material.

8. Long-term obligations,

In the government-wide financial statements, long-term debt and other long-term obligations are reported as
liabiliies on the statement of nef assets. Bond premiums and discounts, as well as issuance costs and the
difference between the reacquisition price and the net carrying amount of the old debt, are deferred and
amortized over the life of the bonds using the straight line method over the term of the related debt.

In the fund financial statements, governmental fund types recognize bond premiums and discounts, as well
as bond issuance costs during the current period. The face amount of debt issued is reported as other
financing sources. Premiums received on debt issuances are reported as other financing sources while
discounts on debt issuances are reported as other financing uses. Issuance costs, whether or not withheld
from the actual debt proceeds received, are reported as debt service expenditures.
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CASS CITY PUBLIC SCHOOLS
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2007

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {Continued):

ASSETS, LIABILITIES AND EQUITY, {(Continued):

9. Fund Balance.

The unreserved fund balances for governmental funds represent the amount available for budgeting future
operations. The reserved fund balances for governmental funds represent the amount that has been legally
identified for specific purposes or indicates that a compeonent of assets does not constitute “available
spendable resocurces™. The designated fund balances for governmental funds represent tentative plans for
future use of financial rescurces.

10. Memorandum only - Total Column,

The total column on the combined general-purpose financial statements are captioned "memorandum only*
to indicate that they are presented only to facilitate financial analysis and do not represent consolidated
financial information. Data in these columns do not present financial position or results of operations in
conformity with U.S. generally accepted accounting principles. Neither is such data comparable to a
consolidation. Interfund eliminations have not been made in the aggregation of this data.

11. Use of Estimates.

The process of preparing basic financial statements in conformity with U.S. generally accepted accounting
principies requires the use of estimates and assumptions regarding certain types of assets, liabilities,
revenues and expenditures. Such estimates primarily relate to unsettled transactions and events as of the
date of the financial statements. Accordingly, upon settlement, actual results may differ from estimated
amounts.

NOTE 2 - STEWARDSHIP, COMPLIANCE & ACCOUNTABILITY:

Budgets are adopted on a basis consistent with U, °S. generally accepted accounting principles. Annual appropriated
budgets are adopted for the general, special revenue and debt service funds. All annual appropriations lapse at fiscal
year end.

The District does not maintain a formalized encumbrance accounting system.

The District follows these procedures in establishing the budgetary data reflected in the financial statements:

1.

The Superintendent submits to the Schoocl Beard a proposed operating budget for the fiscal year commencing
on July 1. The operating budget includes proposed expenditures and the means of financing them. The level
of control for the budgets is at the functional level as set forth and presented as required supplementary
information.

Public hearings are conducted tc obtain taxpayer comments,

Prior to July 1, the budget is legally adepted by School Board resolution pursuant to the Uniform Budgeting
and Accounting Act (P.A. 621 of 1978). The Act requires that the budget be amended prior to the end of the
fiscal year when necessary to adjust appropriations if it appears that revenues and other financing sources will
be less than anticipated or so that expenditures will not be in excess of original estimates. Expenditures shall
not be made or incurred, unless authorized in the budget, or in excess of the amount appropriated. Violations,
if any, in the general fund are noted in the required suppiementary information section.
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CASS CITY PUBLIC SCHOOLS
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2007

NOTE 2 - STEWARDSHIP, COMPLIANCE & ACCOUNTABILITY (Continued):

4. The Superintendent is authorized to transfer budgeted amounts between major expenditure functions within
any fund; however, these transfers and any revisions that alter the total expenditures of any fund must be
approved by the Schoal Board.

5. Formal budgetary integration is employed as a management control device during the year for the general
fund, special revenue and debt service fund.

6. The budget as presented, has been amended, Supplemental appropriations were made during the year with
the last one approved prior to June 30.

NOTE 3 - CASH AND EQUIVALENTS - CREDIT RISK:
As of June 30, 2007 the District had the following investments.

Average  Standard
Maturity & Poor's

Investment Type Fair value (Years) Rating Yo
MILAF External Investment pool -MICMS $24,715 0.0027 AAAM  100.0%

Total fair value $24,715 100.0%
Porifolic weighted average maturity 0.0027

The District voluntarily invests certain excess funds in external pooled investment funds which included money market
funds. One of the pooled investment funds utilized by the District is the Michigan Investment Liquid Asset Fund
{MILAF). MILAF is an external pocled investment fund of “qualified” investments for Michigan school districts. MILAF
is not regulated nor Is it registered with the SEC, MILAF reports as of June 30, 2007, the fair value of the District’s
investments is the same as the value of the pool shares.

Interest rate risk. In accordance with its investment policy, the District will minimize interest rate risk,
which is the risk that the market value of securities in the portfolio will fall due to changes in market interest
rates, by, structuring the investment porifolic so that securities mature to meet cash requirements for
ongoing operations, thereby avoiding the need fo sell securities in the open market; and, investing operating
funds primarily in shorter-term securities, liguid asset funds, money market mutual funds, or similar
investment pools and limiting the average maturity in accordance with the District's cash requirements.

Credit risk. State law limits investments in commercial paper and corporate bonds to a prime or better
rating issued by naticnally recognized statistical rating organizations (NRSROs).

Concentration of credit risk. The District will minimize concentration of credit risk, which is the risk of loss

attributed to the magnitude of the District's investment in a single issuer, by diversifying the investment
portfolio so that the impact of potential losses from any one type of security or issuer will be minimized.
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CASS CITY PUBLIC SCHOOLS
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2007

NOTE 3 - CASH AND EQUIVALENTS - CREDIT RISK {CONTINUED}):

Custodial credit risk - deposits. In the case of deposits, this is the risk that in the event of a bank failure,
the District's deposits may not be returned fo it. At June 30, 2007, the carrying amount of the District’s
deposits was $2,582,466 and the bank balance was $2,615,277. Of the bank balance, $187,111 was
covered by federal deposit insurance while the remaining bank balance of $2,428, 166 was uninsured and
uncoliateralized. The District places its deposits with high quality financial institutions. Although such
deposits exceed federally insured limits, they are, in the opinion of the District, subject to minimal risk.

Custodial credit risk - investments. For an investment, this is the risk that, in the event of the failure of
the counterparty, the District will not be able to recover the value of its investments or collateral securities
that are in the possession of an outside party

The District will minimize custedial credit risk, which is the risk of loss due to the failure of the security
issuer or backer, by, limiting investments to the types of securities allowed by law; and pre-qualifying the
financial institutions, broker/dealers, intermediaries and advisars with which the District will do business.
Foreign currency risk. The District is not authorized to invest in investments which have this type of risk.

The above amounts are reported in the financial statements as follows:

Cash - District wide % 2,485,248
Fiduciary Funds 97.218
Investments - District wide 24,715

$ 2607181
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CASS CITY PUBLIC SCHOOLS
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2007

NOTE 4 - EMPLOYEE RETIREMENT SYSTEM - DEFINED BENEFIT PLAN:

Plan Description — The Disfrict contributes to the statewide Michigan Public School Employees’ Retirement
System (MPSERS), a cost sharing multiple-employer state-wide defined benefit public employee retirement plan
governed by the Siate of Michigan. The MPSERS provides retirement surviver and disability benefits and post-
retirement bensfits for health, dental and vision for substantially all employees of the District. The MPSERS was
established by Public Act 136 of 1945 and operated under the provisions of Public Act 300 of 1980, as amended. The
MPSERS issues a publicly available financial report that includes financial statements and required supplementary
information for MPSERS. That report may be obtained by writing to Michigan Public Schoo! Employees Retirement
System, P.O. Box 30171, Lansing, Michigan, 48909-7671 or by calling (800) 381-5111.

Funding Policy — Member Investment Plan {MIP) members enrolled in MIP prior to January 1, 1990 coniribute
a permanently fixed rate of 3.9% of gross wages. The MIP contribution rate was 4.0% from January 1, 1987, the
effective date of the MIP, until January 1, 1990 when it was reduced to 3.9%. Members first hired January 1, 1990 or
later and returning members whao did not work between January 1, 1987 through December 31, 1888 contribute at the
following graduated permanently fixed contribution rate: 3% of the first $5,000; 3.6% of $5,001 through $15,000; and
4,3% of ait wages over $15,000.

Basic Plan members make no contributions. For a limited period ending December 31, 1992, an active Basic Plan
member could enroll in the MIP by paying the contributions that would have been made had enrollment ccourred
initially ont January 1, 1887 or on the date of hire, plus interest. MIP contributions at the rate of 3.9% of gross wages
begin at enroliment. Actuarial rate interest is posted to member accounts on July 1% on all MIP monies on deposit for
12 months. If a member leaves MPSERS service and no pension is payable, the member's accumulated contribution
plus interest, if any, are refundable.

The District is required to contribute the full actuarial funding contribution amount to fund pension benefits, plus an
additionial amount to fund retiree heaith care benefit amounts on a cash disbursement basis. The rate for the year
ended June 30, 2006 was 16.34% through September 2006 and 17.74% for October 1, 20086 through June 30, 2007.
The contribution requirements of plan members and the District are established and may be amended by the MPSERS
Board of Trustees. The District contributions tc MPSERS for the year ended June 30, 2007, 2006, and 2005, were
$1,101,825, $1,070,319, and $1,006,506, respectively, and were equal to the required contribution for each year.

The District is not responsible for the payment of retirement benefits which is the responsibility of the State of Michigan.

Other Post-Employment Benefits — Also within the MPSERS system, retirees have the option of health coverage, which
is funded on a cash disbursement basis by the employers. The MPSERS has contracted to provide the
comprehensive group medical, hearing, dental and vision coverages for retirees and beneficiaries. A significant
portion of the premium is paid by the MPSERS with the balance deducted from the monthly pension.

NOTE 5 - RISK MANAGEMENT:

The District is exposed o risk of loss related ta injuries to employees’. The District participates in a pool of educational
institutions within the State of Michigan for self-insuring workers' disability compensation. The pool is considered a
public entity risk pool. The District pays quarterly premiums to the pool for the insurance coverage. In the event the
pool's total claims and expenses for a policy year exceed the total normal annual premiums for said years, all
members of the pool's policy year may be subject to special assessment to make up the deficiency. The pool
maintains reinsurance for claims in excess of $500,000 for each occurrence with the overall maximum coverage being
unlimited. The District has not been informed of any special assessments being required.

The District continues to carry commercial insurance for other risks of loss, including employee health and accident
insurance, torts, theft of, damage to and destruction of assets and errors & omissions.
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CASS CITY PUBLIC SCHOOLS
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 38, 2007

NOTE 6 - INTERFUND RECEIVABLES AND PAYABLES:

INTERFUND INTERFUND
RECEIVABLE PAYABLE
General Fund $18,514
Special Revenue Fund:
Food Service $ 0572 -
Debt Service Fund §.942 -
Total $18.514 $18.514

The outstanding balances between funds result mainly from the time lag between the dates that (1) interfund goods
and services are provided or reimbursable expenditures occur, (2) transactions are recorded in the accounting

systems, and (3) payments between funds are made.

NOTE 7 - LONG-TERM DEBT:
The following is a summary of the serial bonds of the school district for the year ended June 30, 2007:
SERIAL BONDS

Balance payable - July 1, 2006 $2,450,184

1996 Bonds paid {640,000}

Skyward software loan payment {24,810}

Durant debt payment -

Accumulated Compensated absences (18,627}

Teacher early retirement incentives paid {8C,000)

Teacher early retirement incentives: 2006-07 30,000

New Bus Loan 122,314

Energy Program Loan 1,228,355

Energy Program Loan Payment {26,042)

Balance payable June 30, 2007 $3.040.384

As of June 30, 2007, the school district had the following ouistanding bonds and notes payable:

1996 bond to erect a new middle school building; 4.90% to 5.00% interest $1,280,000
1998 Durant bonds; 4.76% interest 51,260
2004 Skyward software loan; 3.5% interest for 3 vears 12,518
Accumulated Compensated absences 181,979
Teacher early retirement incentives 180,000
Energy Program Loan 1,202,313
Bus Loan; 4.49% interest for 5 years 122 314
Total $3,040.384
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CASS CITY PUBLIC SCHOOLS
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2007

NOTE 7 - LONG-TERM DEBT {continued):

The annual requirements to amortize long-term debt outstanding as of June 30, 2007 are as follows:

YEAR ENDED JUNE 30 PRINCIPAL INTEREST TOTAL

2008 $ 840,683 $ 118,591 $ 959,274

2009 812,406 85,271 897 677

2010 111,218 53,831 165,049

2011 102,467 45017 147,484

2012 106,881 40,602 147,483

2013-2017 419,340 145,478 564,818

2018-2022 465,410 49,608 515,018

Accumulated Compensated Absences 181,879 0 181,879
TOTAL $3,040,384 $538,398 33,578,782

An amount of $293,964 is available in the debt service fund to service the general obligation debt.

Interest expense (all funds) for the year ended June 30, 2007 was $185,888.

NOTE 8 - OPERATING LEASES:

The School District entered into a 5-year lease agreement with Capital Advantage Leasing for the lease of new copy
machines and printers. At .June 30, 2007, future iease payments under such leases are as follows:

June 30, 2008 $22,764
June 30, 2009 22,764
June 30, 2010 22,764
June 36, 2007 22,764
June 34, 2007 17,073
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CASS CITY PUBLIC SCHOOLS
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2007

NOTE 9 — CAPITAL ASSETS:

A summary of changes in the District’s capital assets follows:

BALANCE BALANCE
JULY 1, 2006  ADDITICNS DELETIONS  JUNE 30, 2007

Assets not being depreciated — land $ 134,775 $ 134,775
Other capital assets:

Land improvements 224 076 224076

Building and additions 10,876,351 $1,203,352 $(239,670) 11,840,033

Machinery and equipment 1,566,807 6,464 (7,027) 1,566,244

Transportation eguipment 984 525 122,314 115811 1,001,028

Subtotal 13,661,759 1,332,130 {362,508) 14,631,381

Accumulated depreciation {6.360,041) (398,125} 333416 {8.424.750}

Net other capital assets: 7,301,718 934,005 {29,082} 8,208,631

Net capital assets $7.436.493 $_ 934,005 $ {29.002) $8.341.406

Depreciation for the fiscal year ended June 30, 2007 amounted to $398,195. The District determined that it was
impractical to allocate depreciation to the varicus governmental activities as the assets serve muitiple functions.

NOTE 10 — TRANSFERS:
During the current fiscal year the general fund transferred $152,420 to the athletic fund. The transfer was to subsidize
operations,

NOTE 11 - CONTINGENCY:

The District has been named as a defendant in two separate lawsuits initiated by a former employee and & current
employee. The claims asserted are violations of equal employment opportunity and civil rights. The cases are currently
pending. The cases are being vigorously defended on behalf of the School District. Attorneys for the School District
believe insurance coverage is adequate o cover any potential damages awarded.

NOTE 12 — STATE AID ANTICIPATION NOTE:
The School District borrowed $2,450,000 in April 2007 from a local bank with interest at 3.62%. This short-term
loan is due April 2008.
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CASS CITY PUBLIC SCHOOLS
REQUIRED SUPPLEMENTARY INFORMATION
BUDGETARY COMPARISON SCHEDULE
GENERAL FUND
YEAR ENDED JUNE 30, 2007

VARIANCE WITH
BUDGET FINAL BUDGET
FAVORABLE
ORIGINAL FINAL ACTUAL {UNFAVORABLE)
REVENUES:
Local sources 876,539 956,025 $ 946424 $ (9,601)
State source 10,358,507 9,996,899 9,977,036 {19,863)
Federal sources 415,927 412,218 389,386 {22,832}
Other transactions:
Transfers from other districts 37,000 39,004 44 308 5,304
Sale of school property 72,336 72,336 -
TQTAL REVENUES 11,687,973 11,476,482 11,429,490 (46,592)
EXPENDITURES:
Instruction $ 7,566,161 7,596,995 7,580,485 16,510
Supporting services 3,721,579 4,179,047 4,305,752 {126,705}
Community services 18,787 86,946 59,401 27,545
TOTAL EXPENDITURES 11,306,557 11,862,988 11,945,638 {82,650}
EXCESS (DEFICIENCY} OF REVENUES
OVER EXPENDITURES 381,416 {386,508} {516,148) {129,642)
OTHER FINANCING SOURCES (JUSES):
Loan proceeds - 1,229,346 1,228,355 {991}
Proceeds from Bus Lean - - 122,314 122,314
Principal payments - (50,852) {50,852)
Interest payments {61,530) (26,538) 24,592
Transfer to Athletic fund {160,000} {152,197} {182,420) {223}
TOTAL OTHER FINANCING SOURCES
(USES) {160,000} 1,025,619 1,120,859 95,240
EXCESS OF REVENUES OVER
EXPENDITURES & OTHER
SOURCES (USES) 221,416 839,113 604,711 {34,402}
FUND BALANCE (DEFICIT) - BEGINNING OF YEAR {223,168} {223,168} (223,168) -
FUND BALANCE (DEFICIT) - END OF YEAR {1,752} 415,945 $ 381,543 $ (34,402)

The accompanying notes are an integral part of the financial statements.
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CASS CITY PUBLIC SCHOOLS
COMBINING BALANCE SHEET
NONMAJOR GOVERNMENTAL FUND TYPES
June 30, 2007

GOVERNMENTAL FUND TYPES TOTAL
SPECIAL
REVENUE 2007
ASSETS
CURRENT ASSETS:
Cash $ 23,933 $ 23,933
Accounts receivable 425 425
Bue from other funds 9,572 9,572
TOTAL ASSETS $ 33,830 $ 33,930
LIABILITIES AND FUND BALANCE
LIABILITIES:
Accounts Payable $ 687 $ 687
Due to other funds - -
TOTAL LIABILITIES 687 687
FUND BALANCE:
Unreserved 33,243 33,243
TOTAL FUND BALANCE 33,243 33,243
TOTAL LIABILITIES & FUND BAI ANCE $ 33,830 $ 33,930

The accompanying notes are an integral part of the financial statements.
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CASS CITY PUBLIC SCHOOLS

COMBINING STATEMENT OF REVENUES, EXPENDITURES

AND CHANGES IN FUND BALANCE - NONMAJOR GOVERNMENTAL FUND TYPES

YEAR ENDED JUNE 30, 2007

GOVERNMENTAL FUND TYPES

SPECIAL
REVENUE
REVENUES:
Local sources
Property Tax
Interest Income $ 1,013
Food sales and athletic admissions 301,218
Other

State sources 36,824

Federal sources 288,811
TOTAL REVENUES 527,866
EXPENDITURES:

Food services 523,011

Athletics 206,365
TOTAL EXPENDITURES 729,376
EXCESS (DEFICIENCY) OF REVENUES OVER

EXPENDITURES {101,510}
OTHER FINANCING SOURCES (USES):

Transfer from General Fund 152,420
TOTAL OTHER FINANCING SQURCES (USES) 152 420
EXCESS OF REVENUES OVER EXPENDITURES

& OTHER SOURCES (USES) 50,910
FUND BALANCE (DEFICIT) - BEGINNING OF YEAR {17,667)
FUND BALANCE - END OF YEAR $ 33,243

The accompanying notes are an integral part of the financial statements.
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TOTAL

2007

1,013
301,218

36,824
288,811

627,868

523,011
206,365

729,376

(101,510

152,420

152,420

50,910

(17,867)

33,243




CASS CITY PUBLIC SCHOOLS

GENERAL FUND

SCHEDULE OF REVENUES AND OTHER
FINANCING SOURCES COMPARED TO BUDGET
FOR THE YEAR ENDED JUNE 30, 2007

REVENUE FROM LOCAL SOQURCES:
Property Tax
interest income
Tuiticn and fees
Rental of building
Other

TOTAL REVENUE FROM LOCAL SOURCES

REVENUE FROM STATE SOURCES:
State aid
Durant funds

TOTAL REVENUE FROM STATE SOURCES

REVENUE FRCM FEDERAL SOURCES:
Title |
Class Size Reduction Program
Homeland Security
Other

TOTAL REVENUE FRCOM FEDERAL SOURCES

OTHER FINANCING SCURCES:
Transfers from Other Districts
Loan Proceeds
Proceeds from Bus Loan
Sale of School Property

TOTAL OTHER FINANCING SOURCES:

TOTAL REVENUES

VARIANCE-
FAVORABLE

BUDGET ACTUAL {(UNFAVORABLE)
$ 842,443 $ 833,501 $ {8,942}
62,538 63,531 ga2
12,630 12,830 -
8,308 8,306 -
30,107 28,456 (1,651)
056,025 046,424 (9,601)
9,984,392 9,564,529 (19,883}

12,507 12,507 -
9,966,889 89,977,038 {19,863)

290,086 290,511 425
93,390 87,6844 {5,746)
28,742 11,231 {17,511)
412,218 389,386 {22,832}

38,004 44,308 5,304
1,229,346 1,228,355 {981}

- 122,314 122,314

72,336 72,336 -

1,340,688 1,467,313 126,627

$ 12,705,828 $ 12,780,159 $ 74,331
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CASS CITY PUBLIC SCHOOLS
GENERAL FUND

SCHEDULE OF EXPENDITURES AND OTHER
FINANCING USES COMPARED TO BUDGET
FOR THE YEAR ENDED JUNE 30, 2007

INSTRUCTION:
Basic Programs:

Elementary:
Salaries - teachers

Salaries - Gesell & Homebound teacher

Salaries - substitute teachers
Salaries - aides

Travel

Teaching supplies & textbooks
Employee benefits

Capital cutlay

Other expenses

Total Elementary

Middle/Junior High:
Salaries - teachers
Salaries - substitute teachers
Salaries - aides

Salaries - Homebound teachers

Teaching supplies & textbooks
Employee benefits

Capital cutlay

Travel

Cther expenses

Total Middle/Junior High
High School:

Salaries - teachers
Salaries - substitute teachers

Salaries - Homebound teachers

Salaries - drivers education
Teaching supplies & textbocks
Travel

Drivers education supplies
Employee benefits

Capital outlay

Purchased services

Cther expenses

Total High School

VARIANCE-
FAVORABLE
BUDGET ACTUAL (UNFAVORABLE)
$ 1,293,993 $ 1,265835  § 28,058
1,458 1,458 -
28,223 28,223 -
61,341 48,719 12,622
4,760 4,760 -
49,335 47,446 1,889
688,751 690,431 (1,680)
4,438 4,438 -
2,132,299 2,091,410 40,889
1,236,565 1,240,742 (4,177)
14,600 14,600 ;
10,059 10,059 -
53,702 53,382 320
677,685 679,373 (1,688)
3,000 360 2,640
1,433 1,433 -
1,997,044 1,999,949 (2.905)
1,202,040 1,202,040 -
10,562 10,562 -
10,807 10,807 -
61,214 55,723 5,491
37,234 34,684 2,550
1,382 1,382 -
657,485 659,174 (1,688)
- 3,539 (3,539)
311 319 -
134,614 94,749 39,865
2,115,649 2,072,971 42,678
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CASS CITY PUBLIC SCHOOLS
GENERAL FUND

SCHEDULE OF EXPENDITURES AND OTHER
FINANCING USES COMPARED TO BUDGET

FOR THE YEAR ENDED JUNE 30, 2007

INSTRUCTION, (Continued):
Added Needs:

Special Education:
Salaries - Director
Salaries - teachers
Salaries - teachers aides
Teaching supplies & texthooks
Travel
Payments te [.S.D.
Other expenses
Employee benefits

Total Special Education

Compensatory Educaticn:
Salaries - directors
Salaries - teachers
Salaries - teachers agides
Teaching supplies
Audit
Capital outlay
Travel, workshop & conferences
Employee benefits

Total Compensatory Education

Title 1l
Salaries
Employee benefits
Purchased Service
Teaching Supplies
Capital Outlay

Total Title 1]

Drug Free schools

VARIANCE-
FAVORABLE

BUDGET ACTUAL (UNFAVORAELE)
- 4,500 $ {4,500)

$ 488,037 483,837 4,200
47,572 47 572 -
(1,337} - (1,337)
58 58 -
(38,865) - {38,865)
400 400 .
235,664 235,664 -
730,529 772,031 (41,502}
15,216 15,216 -
133,225 136,727 (3,502)
123,926 123,926 -
3,825 4,250 (425)
800 800 -
5,380 5,380 -
85,674 80,569 5,105
368,046 366,868 1,178
20,957 20,957 -
29,884 29,884 .
350 2,812 {2,462)
51,191 53,653 {2,462)
3,395 3,395 -
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CASS CITY PUBLIC SCHOOLS

GENERAL FUND

SCHEDULE OF EXPENDITURES AND OTHER
FINANCING USES COMPARED TO BUDGET
FOR THE YEAR ENDED JUNE 30, 2007

INSTRUCTION, {Continued):
Added Needs, (Continued):

Vocational Education:
Salaries - directors
Salaries - teachers
Salaries - substitute teachers
Teaching supplies
Employee benefits
Travel
Capital outlay

Total Vecational Education

At-Risk:
Salaries - teachers
Employee benefits
Purchased service
Capital Outlay
Teaching supplies
Miscellaneous

Total At-Risk

Improvement of Instruction:
Salaries
Benefits
Purchased services

Total Improvement of Instruction

TOTAL INSTRUCTION

VARIANCE-
FAVORABLE

BUDGET ACTUAL (UNFAVORABLE)
$ 108,031 $ 127,031 $ (18,000)
80,815 65,415 (4,500)
19,622 19,622 -

- 533 (533)

189,568 212,601 (23,033)
9,274 7,607 1,667
9,274 7,607 1,667
7,596,995 7,580,485 16,510
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CASS CITY PUBLIC SCHOOLS
GENERAL FUND

SCHEDULE OF EXPENDITURES AND OTHER
FINANCING USES COMPARED TC BUDGET

SUPPORTING SERVICES:
Pupil Services:

Guidance Services:
Salaries - counselors
Sataries-clerical
Supplies & cther costs
Travel
Employee benefits
Capital outlay

Total Guidance Services

Health Services:
Salary - nurse
Employee benefits
Local travel
Supplies & cther cost
Capital outlay

Total Health Services

Saocial Worker:
Salaries
Travel
Supplies & other cost
Employee benefits

Total Social Worker

Crossing Guards:
Salaries
Employee benefits
Supplies

Total Crossing Guards

FOR THE YEAR ENDED JUNE 30, 2007

VARIANCE-
FAVORABLE

BUDGET ACTUAL {UNFAVORABLE)
$ 73,566 73,566 -
23,620 23,620 -
2,733 2,709 $ 24
499 499 -
47,011 46,949 62
147 429 147,343 86
32,783 32,783 -
9,402 9,402 .
608 508 -
42,793 42,793 .
9,228 9,228 -
132 132 -
8,747 8,747 .
18,107 18,107 -
8,158 8,158 -
3,362 3,362 -
11,520 11,520 -
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CASS CITY PUBLIC SCHOOLS
GENERAL FUND
SCHEDULE OF EXPENDITURES AND OTHER
FINANCING USES COMPARED TO BUDGET
FOR THE YEAR ENDED JUNE 30, 2007

VARIANCE-
FAVORABLE
BUDGET ACTUAL {UNFAVORABLE)
SUPPORTING SERVICES, {Continued):
Pupil Services, (Continued):
Library and A-V:
Salaries - librarians $ 102,799 $ 102,799 -
Salaries - aides 26,747 26,747 -
Library bocks 7,989 7,853 3 36
Periodicals 3,444 3,444 -
Miscellaneous supplies 1,847 1,847 -
Capital outlay - - -
Employee benefits 81,054 73,190 7,864
Total Library and A-V 223,880 215,980 7,800
Computer Technology
Salaries - teachers 72,890 72,990 -
Salaries - aides - - -
Salaries - custodial - - -
Supplies & other costs 49,640 49,334 306
Contract services 338 338 -
Employee benefits 34,586 34,586 -
Lease payments - - -
Capital outlay 26,585 24,123 2,452
Total Computer Technology 184,140 181,372 2,768
General Administration:
Board of Education:
Salaries - - -
Travel - - -
Supplies & other cost 38 38 -
Other expenses 7,455 7,515 (80}
Total Board of Education 7,491 7,551 (60)
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CASS CITY PUBLIC SCHOOLS
GENERAL FUND
SCHEDULE OF EXPENDITURES AND OTHER
FINANCING USES COMPARED TO BUDGET
FOR THE YEAR ENDED JUNE 30, 2007

VARIANCE-
FAVORABLE
BUDGET ACTUAL {UNFAVORABLE}
SUPPCRTING SERVICES, (Continued):
Pupil Services, (Continued);
Executive Administration:
Salaries - superintendent $ 128,435 $ 128,435 -
Salaries - clerical 18,882 18,892 -
Persennel services 104,150 104,150 -
Audit and legal services 24,258 24,258 -
Elections 1,982 1,882 -
Travel, conference & workshops 3,617 3,817 -
Telephone 1,637 1,714 $ (77)
Advertising 3,133 3,133 .
Printing & publishing 850 850 -
Office Supplies 4,494 4,494 -
Supplies & other cost 3,128 3,288 {159}
Employee benefits 53,787 53,787 -
Capital gutlay - - -
Total Executive Administration 348,164 348,400 (236)
School Administration:
Salaries - principals 247,367 247,367 -
Salaries - clerical 96,230 96,230 -
Employee benefits 192,817 182,817 -
Travel, conferences & workshop 2,106 2,106 -
Telephone 5,522 6,455 (943)
Supplies & other costs 10,126 10,126 -
Agri-valley connection - - -
Capital outlay 148 148 -
Contract service 38,621 45 155 {6,534)
Other expenses 4,476 1,676 2,800
Total School Administration 597,413 602,080 {4,877)
Business Administration:
Fiscal Services;
Contracted services - data processing 13,145 13,145 -
Total Fiscal Services 13,145 13,145 -
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CASS CITY PUBLIC SCHOOLS
GENERAL FUND
SCHEDULE OF EXPENDITURES AND OTHER
FINANCING USES COMPARED TO BUDGET
FOR THE YEAR ENDED JUNE 30, 2007

32

VARIANCE-
FAVORABLE
BUDGET ACTUAL {UNFAVORABLE}
SUPPORTING SERVICES, (Continued);
Pupil Services, (Continued):
Operations & Maintenance of Plant:
Salaries - supervisors $ 86,237 $ 86,237 -
Salaries - custodians 183,817 183,617 -
Salaries - temporary help 4 556 4,556 -
Heating fuel 142,651 142,651 -
Electricity 128,798 123,375 $ 5,423
Water & sewage 19,757 19,757 -
Trash disposal 7,238 7,238 -
Contracted services 53,485 53,427 68
Rental equipment 543 543 -
Supplies & other costs 45,668 44,867 B0
Other expenses 344 344 -
Capital outlay 1,224,801 1,224,801 -
Employee benefits 178,221 178,161 60
Total Operaticns & Maintenance of Plant 2,075,526 2,089,574 6,362
Pupil Transportation:
Salaries - supervisor 14,585 14,585 -
Salaries - clerical - - -
Salaries - drivers 141,476 141,476 -
Salary - bus mechanic 33,457 33,457 -
Insurance 14,024 14,024 -
Gas, oil & grease 60,561 60,561 -
Tires, tubes & batteries - - -
Travel 111 111 -
Vehicle repairs 26,990 26,890 -
Building repairs 169 169 -
Miscellaneous expense 5,647 6,755 {108}
Capital outiay - vehicles - 122,314 {122,314)
Employee benefits 82,890 82,680 -
Other expenses 1,729 1,324 405
Total Pupil Transportation 382,438 504,456 {122,017)
Fixed Charges:
Building insurance 28,921 29,821 -
Student liability insurance 2,478 2,478 -
Employee benefits - - -
Tax abatement - 19,854 {19,854}
Interest expense 94,201 91,168 3,033
Total Fixed Charges 126,600 143,421 {16,821)
TOTAL SUPPORTING SERVICES 4,179,047 4,305,752 {126,705)




CASS CITY PUBLIC SCHOOLS

GENERAIL FUND

SCHEDULE OF EXPENDITURES AND OTHER

FINANCING USES COMPARED TO BUDGET
FOR THE YEAR ENDED JUNE 30, 2007

COMMUNITY SERVICES:

Community Education:
Salaries
Employee benefits
Purchased service
Teaching supplies & textbooks
Other expenses

Total Community Education

Early Childhood Program:
Administrative support
Salaries - teachers
Salaries - bus drivers
Salaries - aides
Salaries - clerical
Travel & conference
Supplies & other costs
Employee benefits
Other expenses

Total Early Childhood Program
TCTAL COMMUNITY SERVICES
TOTAL EXPENDITURES
OTHER FINANCING USES:
Operating transfer - Athletic Fund & Hot Lunch
Principal payments
Interest payments

OTHER FINANCING USES:

TOTAL EXPENDITURES & OTHER
FINANCING USES

See the accompanying notes.

VARIANCE-
FAVORABLE
BUDGET ACTUAL (UNFAVORABLE}
$ 8,795 $ 4,295 $ 4,500
36,884 21,872 15,012
12,891 9,891 3,000
73 73 -
1,415 1,415 -
23,587 19,087 4,500
3,301 2,768 533
86,946 58,401 27,545
86,946 58,401 27,545
11,862,988 11,945,638 {82,650}
152,197 152,420 (223)
- 50,852 (50,852)
51,530 26,5638 24,892
208,727 226,810 {26,083)
$ 12,066,715 $ 12,175,448 $ (108,733}

33



CASS CITY PUBLIC SCHOOLS
SPECIAL REVENUE FUNDS
COMBINING BALANCE SHEET

ASSETS
Cash in bank
Accounts receivable
Cue from other funds

TOTAL ASSETS

LIABILITIES & FUND BALANCE

Accounts payable
Due to other funds

TOTAL LIABILITIES
FUND BALANCE

TOTAL LIABILITIES & FUND BALANCE

See the accompanying hotes,

June 30, 2007
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FOOD

SERVICES ATHLETICS COMBINED

$ 12,880 $ 11,053 $ 23,033
425 425
8,572 8,572

$ 22877 $ 11,053 $§ 33930

$ 687 $ 687
687 0 687
22,180 $ 11,053 33,243

$ 22877 $ 11,053 $ 33930




COMBINING STATEMENT OF REVENUES, EXPENDITURES

REVENUES:

Local Sources:
Saie of meats & milk
Admissions
Interest
Sale of supplies
Other

Total Local Sources

State Sources:
State Lunch Aid
COther

Total State Sources

Federal Sources:
Mational School Lunch Program
USDA Commedities

Total Federal Sources
TOTAL REVENUE

EXPENDITURES:

Scheol Service Activities:
Salaries & wages
Employee benefits
Food & milk
Supplies & Other Cosls
Capital Outlay

TOTAL EXPENDITURES

EXCESS (DEFICIENCY) CF REVENUES
OVER EXPENDITURES

OTHER FINANCING SOURCES:
Transfers from General Fund

EXCESS OF REVENUES OVER
EXPENDITURES & OTHER SOURCES

FUND BALANCE (DEFICIT) - JULY 1

FUND BALANCE - JUNE 30

See the accompanying notes.

CASS CITY PUBLIC SCHOOLS
SPECIAL REVENUE FUNDS

AND CHANGES IN FUND BALANCES
For the Year Ended June 30, 2007

VARIANCE
FOOD COMBINED FAVORABLE
SERVICES  ATHLETICS  COMBINED BUDGET  (UNFAVORABLE)
$ 208,734 $ 208,734 $ 215084 § (8,350)
$ 83,461 63,451 53,356 10,105
654 350 1,013 150 863
31,023 - 31,023 30,358 665
238,411 63,820 302,231 298,948 3,283
36,824 36,824 § 40,924 (4,100)
36,824 - 36,824 40,924 (4,300)
254,110 254,110  § 237,130 16,980
34,701 34,701 31,419 3,282
288,811 - 288,811 268,549 20,262
564,046 63,820 627,866 608,421 19,445
150,484 131,487 281,971 302,036 20,065
66,855 27,807 94,662 95,007 435
265,392 285,302 263,397 (1,895)
40,105 44,250 84,355 78,473 (5,882)
175 2,821 2,996 2,584 (412)
523,011 206,365 729,376 741,587 12,211
41,085 (142,545) (101,510) (133,166) 31,656
- 152,420 152,420 160,000 (7,580)
21,035 9,875 50,810 $ 26834 % 24,076
(18,845) 1,178 (17,867)
$ 22190 § 11053 § 33,243
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CASS CITY PUBLIC SCHOOLS
DEBT SERVICE FUNDS
COMBINING BALANCE SHEET
June 30, 2007

1996 DURANT TOTAL
DEBT DEBT DEBT
SERVICE SERVICE SERVICE
ASSETS
Cash in bank $ 293,964 $ $ 293,064
Accounts receivable 1,788 1,789
Due frem other funds 8,942 8,942
TOTAL ASSETS § 304,695 & £ 304,695
LIABILITIES & FUND BALANCE
Reserved for debt service $ 304,685 $ - $ 304,685
TOTAL LIABILITIES & FUND BALANCE $ 304,695 $ - $ 304695

See the accompanying notes.
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CASS CITY PUBLIC SCHOOLS
DEBT SERVICE FUNDS
COMBINING STATEMENT OF REVENUES, EXPENDITURES
AND CHANGES IN FUND BALANCE
FOR THE YEAR ENDED JUNE 30, 2007

1996 DURANT TOTAL
DEBT DEBT DEBT
SERVICE SERVICE SERVICE
REVENUES FROM LOCAL SCURCES:
Local Sources:
Current tax levy $ 690,483 $ 680,483
[nterest on investments 10,641 10,641
Total Local Sources 701,124 $ 701,124
State Sources 0
TOTAL REVENUES 701,124 701,124
EXPENDITURES:
Bond principal 640,000 640,000
Bond interest 94 720 94 720
QOther bond costs 629 629
TOTAL EXPENDITURES 735,349 735,349
EXCESS {DEFICIT) OF REVENUE GVER {34,225} (34,225)
EXPENDITURES
FUND BALANCE - JULY 1 338,820 338,820
FUND BALANCE - JUNE 30 $ 304,605 $ 304,695

Ses the accompanying hotes.
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CASS CITY PUBLIC SCHOOLS
PRIVATE-PURPOSE TRUST AND AGENCY FUNDS
STATEMENT OF CASH RECEIPTS,

CASH DISBURSEMENTS, AND LIABILITIES
FOR THE YEAR ENDED JUNE 30, 2007

BALANCE BALANCE
JUNE 30, CASH CASH JUNE 30,
2006 RECEIPTS DISBURSEMENTS 2007
AGENCY FUNDS
ELEMENTARY SCHOOLS:

Campbell $ 16,308 $ 27.848 3 31,3558 $ 12,798
TOTAL ELEMENTARY SCHOQLS 16,308 27.848 31,358 12,798
HIGH SCHOOL & MIDDLE SCHOQOL:

High School 34,303 144,463 134,811 43 955

Middle Schogl 40,740 141,742 142,017 40,465
TOTAL HIGH SCHOOL & MIDDLE SCHOOL 75,043 286,205 276,828 84 420
TOTAL AGENCY FUNDS $ 91,352 $ 314,053 $ 308,187 $ 97.218
GENERAL FUND:

Office accounts $ 17,3 $ 4,458 $ 3,530 $ 18,310

See the accompanying notes.
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CASS CITY PUBLIC SCHOOLS
SCHEDULE OF BONDED DEBT
1896 DEBT RETIREMENT FUND

June 30, 2007

Purpose of Issue: Erecting, furnishing and equipping a new middle school building.

DUE
DATE PRINCIPAL RATES
11/1/2007
5/1/2008 $ 640,000 4.90
117172008
5/1/2009 640,000 5.00
TOTAL $ 1,280,000

The bonds are not subject to optional redempticn pricr to maturity.

See the accompanying notes,
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INTEREST
DUE

$ 31,680

31,680
16,000
16,000

$ 95,360

PAYMENT
DUE

$ 31,880
671,680
16,000

656,000

$ 1,375,360



$125,068 Durant Bond issued November 24, 1998;

PRINCIPAL DUE
MAY 15

CASS CITY PUBLIC SCHOOLS

INTEREST DUE

MAY 15

SCHEDULE OF BONDED DEBT - DURANT BONDS
June 30, 2007

DEBT SERVICE REQUIREMENT

FOR FISCAL YEAR

$ 8,860
20,276

7,639

8,002

8,383

$ 1,822
6,071

1,144

780

399

$ 51,260

$ 10,2186

JUNE 30 ANMOUNT
2008 -
2009 $ 8,782
2010 26,347
2011 8,783
2012 8782
2013 8,782

$ 61,476

The above bond issue bears interest at 4.76%. The bond proceeds were used for erecting, furnishing and equipping
additions to the existing school buildings and developing and improving the site.

This bond, including the interest hereon, is issued in anficipation of payments appropriated and o be appropriated
by the State under Section 11g(3) of Act 84 to the School District (the "State Aid Payments™}. The School

District hereby pledges and assigns to the Authorily alt of ifs rights to and in such State Aid Payments as security
for this bond and the State Aid Payments which are hereby pledged shall be subject to a statutory lien in favor of
the Authority as authorized by Act 94. This bond is a self-liguidating bond and is not a general obligation of the
School District and does not constitute an indebtedness of the Scheol District within any constitutional or statutory
limitation, and is payable both as to principal and interest, solely from such State Ald Payments. The School
Cistrict, as requested by the Authority, hereby irrevocably authorizes the payment of the State Aid Payments
directly to the Authority’s Depository.

See the accompanying notes.



CASS CITY PUBLIC SCHOOLS
SCHEDULE OF PAYMENTS ON ENERGY PROGRAM LOAN

June 30, 2007

DEBT SERVICE REQUIREMENT
FOR FISCAL YEAR

DUE DATE PRINCIPAL DUE INTEREST DUE AMOUNT

10/4/2007 $ 26,583 $ 24,948 $ 51,631
4/4/2008 29,220 24,386 53,616
10/4/2008 28,826 23,780 53,616
4/4{2009 32,252 23,171 55,423
10412008 32,922 22,502 55,424
4/4/2010 33,605 21,819 55,424
10/412010 34,302 21,122 55,424
41412011 35,014 20,410 55,424
101412611 35,740 19,683 55,423
4/4/2012 36,482 18,942 55,424
10/4/2012 37,238 18,185 55,424
4/4/2013 38,013 17,412 55,425
104412013 38,800 16,823 55,423
4/4/2014 39,605 15,818 85,423
10/4/2014 40,427 14,986 55,423
4/4{2015 41,266 14,157 55,423
10/4/2015 42122 13,301 55,423
44412016 42,955 12,427 55,423
10/4/2016 43,889 11,535 55,424
4/4{2017 46,500 10,624 57,224
10/4/2017 47,567 9,657 57,224
4/4{2018 48,554 8,670 57,224
10/4/2018 48,562 7,663 57,225
4/4{2019 50,580 6,634 57,224
10/4/2019 51,640 5,685 57,225
41412020 52,711 4513 57,224
104412020 53,805 3,419 57,224
4412021 54,921 2,303 57,224
101472021 56,060 1,164 57,224
$ 1,202,313 $ 415,469 $ 1,817,782

The above bond issue bears interest at 4.15%. The bond proceeds were used for purchasing and
installation for energy efficient bullding components.

See the accompanying notes.

41



CASS CITY PUBLIC SCHOOLS

SCHEDULE OF BUS NOTE PAYMENTS

June 30, 2007

DEBT SERVICE REQUIREMENT

FOR FISCAL YEAR
MATURITY
DATE PRINCIPAL DUE INTEREST DUE AMOUNT

7/19/2007 3 22,362 $ 5,492 3 27.854
7/19/2008 23,367 4,488 27,855
7/19/2009 24416 3,439 27,855
71192010 25,512 2,342 27,854
71192011 26,657 1,197 27,854

$ 122,314 $ 16,958 $ 139,272

The above bond issue bears interest at 4.49%.
The loan proceeds were used for purchasing new school buses,

See the accompanying notes.

42




ANDERSON, TUCKEY, BERNHARDT & DORAN, P.C.

Certified Public Accountants

_ ‘Gary R. Anderson, CPA Robert L. Tuckey, CPA
Jerry J. Bernhardt, CPA Valeric Jamicson Hartel, CPA
Thomas B. Doran, CPA Jamie L. Peasley, CPA

August 29, 2007

REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING
AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT
OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE
WITH GOVERNMENT AUDITING STANDARDS

To the Board of Education
Cass City Pubfic School District
Cass City, Ml 48726

We have audited the financial statements of the governmentai activities, each major fund, and the
aggregate remaining fund information of Cass City Public Schools’ as of and for the year ended June 30,
2007, which collectively comprise Cass City Public Schools' basic financial statements and have issued

© our report thereon dated August 29, 2007. We conducted our audi in accordance with auditing standards
generally accepted in the United States of America and the standards applicabie to financial audits
contained in Government Auditing Standards, issued by the Comptroller General of the United States.

Internal Control Over Financial Reporting

In ptanning and performing our audit, we considered Cass City Public Schools’ internal control over
financial reporting as a basis for designing our auditing procedures for the purpose of expressing our
opinion on the financial statements, but not for the purpose of expressing an opinion on the effectiveness
of the District’s internal control over financial reporting.

A-control deficiency exists when the design or operation of a control does not allow management or
employees, in the normal course of performing their assigned functions, to prevent or detect
misstatements on a timely basis. A significant deficiency is a control deficiency, or combination of contro!
-deficiencies, that adversely affects the entity’s ability to initiate, authorize, record, process, or report
financial data reliably in accordance with generally accepted accounting principles such that there is more
than a remote likelihood that a misstatement in the District’s financial statements that is more than
inconsequential will not be prevented or detected by the District’s internal control. We consider the
deficiency described as 2007-1 in the accompanying schedule of findings and responses to be significant
deficiencies in internal control over financial reporting.

. A material weakness is a significant deficiency, or combination of significant deficiencies, that resuits in
- more than a remote likelihood that a material misstatement of the financial statements will not be
prevented or detected by the entity's internal control.

Our consideration of internal control over financial reporting was for the limited purpose described in the
first paragraph of this section and would not necessarily identify all deficiencies in the internal contro! that
might be significant deficiencies and, accordingly, would not necessarily disclose all significant
deficiencies that are also considered to be material weaknesses. However, the significant deficiency
described above as 2007-1 we consider to be a material weakness.
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether Cass City Public Schools’ financial statements
are free of material misstatement, we performed test of ifs compliance with certain provisions of laws,
regulations, contracts and grant agreements, noncompliance with which could have a direct and material
effect on the determination of financial statement amounts. However, providing an opinion on compliance
with those provisions was not an objective of cur audit, and accordingly, we do not express such an
opinion. The results of our tests disclosed no instances of noncompliance or other maiters that are
required to be reported under Government Auditing Slandards.

We noted certain matters that we reported to management of Cass City Public Schools in a separate letter
dated August 29, 2007.

Cass City Public Schools’ responses to the findings identified in our audit are described in the
accompanying schedule of findings and responses. We did not audit Cass City Public Schools’ response
and, acceordingly, we express no opinion on it.

This report is intended solely for the information and use of the board of education, management, U.S.
Cepartment of Education, Michigan Department of Education and pass-through entities and is not
intended to be and should not be used by anyone gther than these specified parties,

Oudounes T, Busadaadd e, 2.

ANDERSON, TUCKEY, BERNHARDT & DORAN, P.C.
CERTIFIED PUBLIC ACCOUNTANTS
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August 28, 2007

To the Board of Education
Cass City Public School District
Cass City Public, M| 48726

Schedule of Finding and Responses

Findings considered material weaknesses

Finding 2007-1

Criteria:

Effective for the year ended June 30, 2007, Statement on Auditing Standards #112 titled Communicating
internal Control Related Matters Identified in an Audit (issued May 2008), requires us to communicate in
writing when a client requires assistance to prepare the footnotes required in the annual audit report in
accordance with accounting principles generally accepted in the United States of America.

Condition:

After considering the qualifications of the accounting personnet of Cass City Public Schools, we believe
that the personnel have the abilities to maintain the day-to-day bookkeeping of the School District, but they
do not have the qualifications and abilities to generate financial statements, including reguired footnotes,
in accordance with accounting principles generally accepted in the United States of America.

Cause:
The staff of the district does understand all information included in the annual financial statements;
however, we assist in preparing the financial statements and related footnotes.

Effect:
We assist management with the external financial reporting responsibility to ensure their financial
statements are accurate.

Recommendation:

We do not recommend any changes to this situation at this time and communicate this as required by
professional standards. We believe this meets the definition of a material weakness as defined in
Statement on Auditing Standards #112.

Client Response: We are aware of this deficiency and believe it is not cost beneficial in our situation to
develop this expertise. We will continue to use our external auditors for this technical assistance. We
would expect this situation to be ongoing in future years
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REPORTING AND ON COMPLIANCE AND OTHER MATTERS BASED ON
AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN
ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

August 29, 2007

To the Board of Education
Cass City Public Schools
Cass City, Ml 48726

‘We have audited the financial statements of the governmental activities, each major fund, and the
. aggregate remaining fund information of Cass City Public Schools' as of and for the year ended June 30,
- 2007, which collectively comprise Cass City Public Schools’ basic financial statements and have issued

our report thereon dated August 29, 2007. We conducted our audit in accordance with auditing standards
generally accepted in the United States of America and the standards applicable to financial audits
contained in Government Auditing Standards issued by the Comptroller General of the United States.

INTERNAL CONTROL OVER FINANCIAL REPORTING

In planning and performing our audit, we considered Cass City Public Schools'. internal control over
financial reporting as a basis for designing our auditing procedures for the purpose of expressing our
opinion on the financial statements, but not for the purpose of expressing an opinion on the effectiveness
of Cass City Public School’s internal control over financial reporting. Accordingly, we do not express an
opinion an the effectiveness of Cass City Public Schools’ internal control over financial reporting.

A control deficiency exists when the design or operation of a control does not allow management or
empioyees, in the normal course of performing their assigned functions, to prevent or detect
misstatements on a timely basis. A significant deficiency is a control deficiency, or combination of control
deficiencies, that adversely affects the entity’s ability to initiate, authorize, record, process, or report
financial data reliably in accordance with generally accepted accounting principles such that there is more
than a remote likelihood that a misstatement of the entity's financial statements that is more than
inconsequential will not be prevented or detected by the entity's internal control. We consider the

- deficiencies described as 2007-01 in the accompanying schedule of findings and questioned costs to be
significant deficiencies in internal control over financial reporting.

A material weakness is a significant deficiency, or combination of significant deficiencies, that results in
more than a remote likellhood that a material misstatement of the financial statements will not be
prevented or detected by the entity's internal control.

Our consideration of internal contral over financial reporting was for the fimited purpose described in the
first paragraph of this section and would not necessarily identify all deficiencies in the internal control that
might be significant deficiencies and, accordingly, would not necessarily disclose all significant

. deficiencies that are also considered to be material weaknesses. However, the significant deficiency
described above as 2007-01, we consider to be a material weakness.
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COMPLIANCE AND OTHER MATTERS

As part of obtaining reasonable assurance about whether Cass City Public Schools' financial statements
are free of material misstatement, we performed tests of its compliance with certain provisions of laws,
regulations, coniracts and grant agreements, noncompliance with which could have a direct and material
effect on the determination of financial statement amounts. However, providing an opinion on compliance
with those provisions was not an objective of our audit, and accordingly, we do not express such an
opinion. The results of our tests disclosed no instances of noncompliance or other matters that are
required to be reported under Government Auditing Standards.

We noted certain matters that we reported t¢ management of Cass City Public Schools in a separate
letter dated August 28, 2007.

Cass City Public Schools’ responses io the findings idenfified in our audit are described in the
accompanying schedule of findings and guestioned costs. We did not audit Cass City Public Schools’
response and, accordingly, we express no opinion on it.

This report is intended solely for the information and use of the board of education, management, and
federal awarding agencies and pass-through entities and is not intended to be and should not be used by
anyone other than these specified parties.

O.anﬂ’-a‘s‘, Buodundd 1 dosu, 28,

ANDERSOQN, TUCKEY, BERNHARDT & DORAN, P.C,
CERTIFIED PUBLIC ACCOUNTANTS

Page 2



: ANDERSON, TUCKEY, BERNHARDT & DORAN, P.C.
Certified Public Accountants

Gary R. Anderson, CPA - . Robert L. Tuckey, CPA

Jemry 1. Bemhardt, CPA Valerie Jamicson Harel, CPA
: ) Jamie L. Peasley, CPA

Thomas B. Doran. CPA - REPORT ON COMPLIANCE WITH REQUIREMENTS amie L Feasley

APPLICABLE TO EACH MAJOR PROGRAM
AND ON INTERNAL CONTROL OVER COMPLIANCE
IN ACCORDANCE WITH OMB CIRCULAR A-133

August 28, 2007

To the Board of Education
Cass City Public Schools
Cass City, M1l 48726

COMPLIANCE

We have audited the compliance of Cass City Public Schaols with the types of compliance requirements
described in the U.S. Office of Management and Budget (OMB) Circular A-133 Compliance Supplfement
that are applicable to each of its major federal programs for the year ended June 30, 2007. Cass City

- Public Schools' major federal programs are identified in the summary of auditor's results section of the
accompanying schedule of findings and questioned costs. Compliance with the requirements of laws,
regulations, contracts and grants applicable to each of its major federal programs is the respensibility of
Cass City Public Schools' management. Our responsibility is to express an opinion on Cass City Public
Schools' compliance based on cur audit.

We conducted our audit of compliance in accordance with auditing standards generally accepted in the
United States of America; the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States; and OMB Circular A-133, Audits of
States, Local Governments and Non-Profit Organizations. Those standards and OMB Circular A-133
require that we pian and perform the audit to obtain reasonabie assurance about whether horcompliance
with the types of compliance requirements referred to above that could have a direct and material effect
on a major federal program occurred. An audit includes examining, on a test basis, evidence about Cass
City Public Schools' compliance with those requirements and performing such cther procedures as we

- considered necessary in the circumstances. We believe that our audit provides a reasonable basis for
our opinion. Our audit does not provide a legal determination of Cass City Public Schools® compliance
-with those requirements.

 Inour opinion, Cass City Public Schools complied, in all material respects, with the requirements referred
to above that are applicabie to each of its major federal programs for the year ended June 30, 2007.

IﬂfERNA}. CONTROL OVER COMPLIANCE

The management of Cass City Public Schools is responsible for establishing and maintaining effective
internal control over compliance with requirements of laws, regulations, contracts, and grants applicable
o federal programs. in planning and performing our audit, we considered Cass City Public Schools’
internal control over compliance with the requirements that could have a direct and material effect on a
major federal program in order to determine our auditing procedures for the purpose of expressing our
opinion on compliance, but not for the purpose of expressing an opinion on the effectiveness of Cass City
Public School’s internal control over compliance. Accordingly, we do not express an opinion on the
effectiveness of the Entity’s internal control over compliance.
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To the Board of Education
August 28, 2007

A control deficiency in an entity’s internal control over compliance exists when the design or operation of
a control does not allow management or employees, in the normal course of performing their assigned
functions, to prevent or detect noncompliance with a type of compliance requirement of a federal program
on a timely basis. A significant deficiency is a control deficiency, or combination of control deficiencies,
that adversely affects the entity's ability to administer a federal program such that there is more than a
remote likelihcod that noncompliance with a type of compliance requirement of a federal program that is
more than inconsequential will nct be prevented or detected by the entity’s internal control.

A material weakness is a significant deficiency, or combination of significant deficiencies, that results in
more than a remote likelihood that material noncompliance with a type of compliance requirement of a
federal program will not be prevented or detected by the entity’s internal control.

Our consideration of internal control over compliance was for the limited purpose described in the first
paragraph of this section and would not necessarily identify all deficiencies in internal control that might
be significant deficiencies or material weaknesses. We did not identify any deficiencies in internal control
over compliance that we consider o be material weaknesses, as defined above.

Cass City Public Scheool's response to the findings identfied in our audit are described in the
accompanying schedule of findings and guestioned costs. We did not audit Cass City Public School's
response and, accordingly, we express no opinion on i,

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

We have audited the financial statements of the governmental activities, each major fund, and the
aggregate remaining fund information of Cass City Public Schools as of and for the year ended June 30,
2007, and have issued our report thereon dated August 29, 2007. Our audit was performed for the
purpose of forming our opinions on the financial statements that collectively comprise Cass City Public
Schools’ basic financial statements. The accompanying schedule of expenditures of federal awards is
presented for purposes of additional analysis as required by OMB Circular A-133 and is not a required
part of the basic financial statements. Such information has been subjected to the auditing procedures
applied in the audit of the basic financial statements and, in our opinion, is fairly stated, in all material
respects, in relation fo the basic financial statements taken as a whole.

This report is intended solely for the information and use of the board of education, management and
federal awarding agencies and pass-through entities and is not intended to be and should not be used by
anyone other than these specified parties.

Qo g, Russdanddt #uca, P,

ANDERSON, TUCKEY, BERNHARDT & DORAN, P.C.
CERTIFIED PUBLIC ACCOUNTANTS
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CASS CITY PUBLIC SCHOOL DISTRICT, CASS CITY, MICHIGAN
NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE YEAR ENDED JUNE 30, 2007

NOTES:

1.

Basis of Presentation — The accompanying schedule of expenditures of federal awards includes the
grant activity of Cass City Public Schools and is presented on the modified accrual basis of
accounting. The information in this schedule is presented in accordance with OMB Circular A-133
and reconciles with the amounts presented in the preparation of the financial statements.

Hot Lunch cluster ({CFDA numbers 10.550, 10.555, and 10.553} was audited as a major program
representing 42.6% of federal expenditures.

The threshold for distinguishing Type A and Type B programs was $300,000. This schedule was
prepared on the modified accrual basis of accounting.

Management has utilized the Grant Section Auditor’s Report {form R7120) in preparing the Schedule
of Expenditures of Federal Awards,

The amount reported on the Receipt Entitlement Balance Report agrees with this schedule for the
USDA donated food commodities.

Federal expenditures are reported as revenue in the following funds in the financial statements:

General Fund $386,385
Special Revenue Fund 288.811
Toetal per financial statements $678,197
Total expenditures per the SEFA $678,197
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CASS CITY PUBLIC SCHOOL DISTRICT, CASS CITY, MICHIGAN
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED JUNE 30, 2007

Section | — Summary of Auditor’s Results

Financial Statements
Type of auditor's report issued: Unqualified

Internal contro! over financial reporting:

+ Material weakness{es) identified: X__Yes No
* Reportable condition{s) identified that are not
considered to be material weaknesses? Yes X__None reported
Noncempliance material to financial statements noted? Yes X _No
Federal Awards
Internal cenirol over major programs:
+ Material weakness(es) identified: Yes X No
» Reportable condition(s) identified that are not
considered o be material weaknesses? Yes X_None reported
Type of auditor's report issued on compliance for major programs: Unqualified
Any audit findings disclosed that are required to be
reported with Section 510{a} of Circular A-133? Yes X _No

Identification of major programs:

CFDA Number{s}

10.550, 10.5585, and 10.553

Dollar threshold used to distinguish between type A
and Type B Programs:

Auditee qualified as low-risk auditee?

Page 7

Name of Federal Program or Cluster

Hot Lunch

$300,000

X __Yes No



CASS CITY PUBLIC SCHOQL. DISTRICT, CASS CITY, MICHIGAN
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED JUNE 30, 2007

Section Il - Financial Statement Findings

Findings considered material weaknesses

Finding 2007-1

Criteria:

Effective for the year ended June 30, 2007, Statement on Auditing Standards #112 titled Communicating
Internal Control Related Matters identified in an Audit (issued May 2008), requires us to communicate in
writing when a client requires assistance to prepare the footnotes required in the annual audit report in
accordance with accounting principles generally accepted in the United States of America.

Condition:

After considering the gualifications of the accounting personnel! of Cass City Public Schools, we believe
that the personnel have the abilities to maintain the day-to-day bockkeeping of the School District, but
they do not have the qualifications and abilities to generate financial statements, including required
footnotes, in accordance with accounting principles generally accepted in the United States of America.

Cause:
The staff of the district does understand all information included in the annual financia! statements:
however, we assist in preparing the financial statements and related footnotes.

Effect:
We assist management with the external financial reporting responsibility to ensure their financial
statements are accurate,

Recommendation:

We do not recommend any changes to this situation at this time and communicate this as required by
professional standards. We believe this meets the definition of 2 material weakness as defined in
Statement on Auditing Standards #112.

Client Response; We are aware of this deficiency and believe it is not cost beneficial in our situation to
develop this expertise. We will continue to use our external auditors for this technical assistance. We
would expect this situation to be ongoing in future years

Section Il — Federal Award Findings and Questioned Costs

None
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CASS CITY PUBLIC SCHOOL DISTRICT, CASS CITY, MICHIGAN
SCHEDULE OF PRIOR AUDIT FINDINGS

There were no prior year audit findings for the year ended June 30, 2006.
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_I'Ihomasm " Bl;.mhmoomdt: ggi August 29, 2007 va]emliﬁil::ﬁml’eazﬁey, CPA
| i “To the Board of Education
- Cass City Public Schools
Cass City, Michigan

In planning and performing our audit of the financial statements of Cass City Public Schools as of and
for the year ended June 30, 2007, in accordance with auditing standards generally accepted in the
United States of America, we considered the District’s internal control over financial reportmg
(internal control) as a basis for designing our auditing procedures for the purpose of expressing our
opinion on the financial statements, but not for the purpose of expressing an opinion on the
effectiveness of the School’s internal control. Accordingly, we do not express an opinion on the
cffectiveness of the Cass City Public School’s internal control.

‘Our consideration of internal control was for the limited purpose described in the preceding paragraph
and wonld not necessarily identify all deficiencies in internal control that might be significant
deficiencies or material weaknesses. However, during our audit we noted certain matters involving the
internal control and other operational matters that are presented for your consideration. This lstter
does not affect our report dated August 29, 2007 on the financial statements of Cass City Public
Schools. Our comments are summarized as follows:

Audit Ad]ustments
Several adjustments were not made to accurately reflect the transactions taking place at year-
end. Even though the adjusiments were immaterial, the failure to make adjustments
increases the risk that the financial statements will be misstated and that inaccurate financial
information may be used by management for decisions and reporting. Adjustments to correct
the District’s books were proposed by the external auditor and accepted and recorded by the
client.

- We recommend that the District review year-end transactions each year and record journal
entries for any transactions not recorded prior to closing the books at June 30th.

Account Reconciliations
During the year, cash and other balance sheet accounts were not adjusted monthly. This can
cause inaccurate interim financial information that may be used for management decisions
- and reporting.

We recommend the District implement month-end procedures to appropriately reconcile
primary asset and liability accounts on a timely basis.

715 East Frank Street, Caro, MI 48723-1647 » 989/673-3137 » B0(-234-882% « Fax 989/673-3375

6261 Church Street, Cass City, MI 48726-1111 » 989/872-3730 » Fax 98%/872-3978

E mail cpa@atbdcpa.com  Website www.atbdepa.com



To the Board of Education
August 29, 2007
Page 2

We will review the status of these comments during our next audit engagement. Qur comments and
recommendations, all of which have been discussed with appropriate members of management, are
intended to improve the intemal control or result in other operating efficiencies. We will be pleased to
discuss these comments in further detail at your convenience, perform any additional study of these
matters, or assist you in implementing the recommendations.

This report is intended solely for the information and use of Cass City Public Schools, management,
and others within the District, and 1s not intended to be and should not be used by anyone other than
these specified parties.

We appreciate the cooperation we received from your staff during our engagement and the opportunity
to be of service.

W,{A&‘ w f\hm, Re,
Anderson, Tuckey, Bernhardt & Doran, P.C.
Certified Public Accountants



